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ITH legislative sessions in all but eight of the 46 states meeting this year now adjourned, 
more major tax changes (111) will have been made than in any year in post-war history. 
Of this total, 87 involved tax increases, 12 were new taxes, five were reductions, one was the 
repeal of a tax, and six, the institution of general withholding of personal income taxes. The 


computations were made as of August 21. 


In 1955 (when 45 legislatures met), the previous 
peak tax change year, 101 major tax changes were 
made. In 1957, 23 states made about 30 major tax 
changes. Overall, indications are that about 2,000 
tax law changes, including technical amendments, 
will have been made when all sessions end. Three 
thousand tax law changes were made in 1955. 


Among major tax increases approved to date, are 
eight on corporate income, eight on individual in- 
come, 12 on sales, four on gasoline, 17 on tobacco 
and 12 on alcoholic beverage sales. 


Alabama, Massachusetts, Michigan, New Hamp- 
shire, Pennsylvania and Vermont are expected to 
shortly draw their sessions to a close. New Jersey and 
Wisconsin have recessed, but have passed budgets. 
In the light of prospective budgetary difficulties, the 
six states still in regular session are almost certain to 
add to the total of tax law changes before adjourn- 
ment. Kentucky, Mississippi and Virginia did not meet 
this year. 


To a considerable degree, the increased number of 
tax revisions, particularly increases, reflects the 
changed state fiscal picture between 1957 and 1959 
bienniums. Two years ago, the future appeared bright 
to most states: they had larger general fund balances 
than they had anticipated; tax revenues were produc- 
tive beyond expectation. 


In contrast, balances in 1959 were exhausted or 
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nearly so, and tax collections were lagging behind 
expected yields. Some of the states reported deficits; 
others feared them before the end of the fiscal year. 
Meanwhile, the effects of the economic recession of 
last year were very much in mind in the preparation 
of budgets for the 1959 legislative sessions. 


Many states had relied on continued expansion of 
the economy to hold 1957-1959 budgets in balance. 
When the national output turned downward instead 
of rising, a considerable number of states developed 
deficits, a new post-war experience to most of them. 


State revenues dropped, eliminating the cushion 
provided in previous post-war budgets when tax col- 
lections generally exceeded estimates. The recession 
also added its own expenditure demands to the pres- 
sures of rising population, rising costs and needs for 
broader and improved services. 


One of the most severely hit was Michigan which 
suspended state payroll and aid payments this Spring 
until sufficient funds were accumulated. A number of 
large businesses in the state paid taxes in advance to 
assist in the crisis. 


Only 15 of the state budgets submitted this year 
required no new revenue sources to balance them. 
These budgets were expected to be balanced by use 
of cash balances, increased collections from present 
taxes and by borrowing. However, in Alaska, New 
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Mexico and West Virginia, the legislatures increased 
taxes. 

Vermont was the only state this year wherein the 
governor proposed a 1960 general state budget lower 
(by $3.5 million) than the previous one. Neverthe- 
less, he asked for two new taxes to balance the 
1959 and 1960 budgets. Revenues in fiscal 1959 
were below budget estimates and some programs had 
higher expenditures. This resulted in a fiscal 1959 
deficit and the revenue estimate for fiscal 1960 from 
existing sources was not sufficient to balance the 
proposed budget. 

Kansas is the only state where the governor pro- 
posed a major tax cut this year. He recommended 
the reduction of the sales and use tax rate from 2.5 
to 2.0 percent which would eliminate the increase 
enacted last year. He also recommended the adoption 
of a new ton-mile tax on trucks designed to yield 
$4.5 million annually. Neither measure was enacted. 


In all, only 12 of the 46 states considering budgets 
so far have not enacted major state tax increases 
or new taxes. Louisiana is the only one of the 12 to 
reduce a major tax. 

Ten of the 12 states, Arkansas, Delaware, Georgia, 
Indiana, Kansas, Louisiana, Maryland, Nevada, North 
Dakota, and Rhode Island have adopted their budgets 
and adjourned. 


New Jersey’s legislature has adopted a balanced 
budget without any major new taxes and has been 
in session this month although it has completed tax 
and budget action. Wisconsin adopted a governor- 
suggested one-year balanced budget and will meet 
at a special session in November to consider a budget 
for the second half of the biennium. It is expected 
new tax sources will be needed to balance the budget 
in the second half of the year. In Arkansas, the 
governor declared himself as favoring a gasoline tax 
increase if needed to insure continuation of the state’s 
highway construction program, but the legislature 
adopted no major tax increase during its 1959 session. 


Governors in 31 states proposed tax increases 
totaling almost $1.5 billion in messages to 1959 
legislative sessions. Some of the new revenues were 
to cover deficits in budgets ending in 1959, but most 
of the additional revenue was intended to balance 
revenues with the rapidly-rising state expenditures an- 
nounced in the new budgets. 


In general, the revenue estimates used by the gov- 
ernors reflected the decline in tax collections. Esti- 
mated yields in the forthcoming budgets were generally 
optimistic, but at a smaller rate of increase than 
in 1957. Most budgets submitted this year assumed 
increases of 4 to 8 percent over 1958-1959 tax col- 
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lections, whereas in 1957, most budgets were pre- 
pared on the basis of an expected 8 to 12 percent 
increase. 

In submitting their new budgets, several of the 
governors announced their intention of putting their 
states On a pay-as-you-go basis by increasing taxes 
and reducing reliance on surpluses and borrowing. 
Legislatures in New York and California adopted 
substantially the programs of this type presented by 
their governors. 

In five states, Georgia, Louisiana, New Hampshire, 
Rhode Island and West Virginia, budgets presented 
asked for higher expenditures than in the previous 
budget, but specific sources of new revenue needed 
to balance the budgets were not indicated in the 
budget message. 

West Virginia’s Board of Public Works, which pre- 
pares the budget, must submit one balanced within 
the present revenue structure. Only the legislature 
can propose spending (and revenues to pay for it) 
in excess of this point. The governor urged increases 
in highway related taxes to finance an expanded pro- 
gram. Georgia’s governor, under a law unique in 
that state, continued the budget adopted previously 
and cut some expenditures to balance increases in 
others. Rhode Island’s governor submitted his budget 
without a tax program, awaiting recommendations of 
a state tax study committee. The legislature adopted 
a budget substantially the same as last year’s and 
authorized bond issues totaling $6.3 million to finance 
highways and capital improvements, subject to ref- 
erendum. Louisiana and New Hampshire counted on 
increased collections from present revenue sources to 
balance their budgets. 

Many of the legislative sessions were longer than 
usual and state finances were often the last and biggest 
problem involved. Over two-thirds of the tax changes 
enumerated have been enacted since mid-April. The 
longest sessions in recent years were held in Colorado, 
Michigan, Minnesota, Nebraska and Texas. 


A considerable number of changes were made this 
year in both general and selective sales taxes. General 
sales taxes were significantly broadened in nine states, 
including Alabama which broadened its tax to include 
33 items or classes not previously taxed. 


The sales tax increases are, in part, a reaction to 
the dip in 1958 tax collections (last year reported 
on), where yields were below 1957 until the last 
few months of that year. Collections in 1958 ended 
up with only .8 percent increase over 1957, as con- 
trasted to an 8 percent increase the year before and 
an 11.2 increase (1956 over 1955). 


Faced with this changing fiscal situation, at least 
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nine new general state tax studies have been au- 
thorized this year in Delaware, Maine, Massachusetts, 
Montana, Nevada, Oregon, South Dakota, Wisconsin 
and Wyoming. 


New State Taxes 


Eight states have adopted a total of 12 new taxes 
in 1959 sessions to date. California became the 45th 
State to impose a tax on cigarette sales; Oklahoma 
repealed its prohibition laws and enacted new taxes 
on alcoholic beverages; New York, Texas, Vermont 
and Washington passed measures taxing tobacco 
products other than cigarettes; Nebraska and Ver- 
mont will impose new pari-mutuel levies; Missouri 
passed a new use tax to supplement its retail sales 
tax; Texas enacted an omnibus tax bill which imposes 
new selective sales taxes on a variety of items and 
a new natural gas severance beneficiary tax designed 
to supplement the existing oil and gas severance tax. 
Vermont also enacted a new tax on transient lodgings 
and meals. 


Repeal and Reduction of Taxes 


Only one major tax was repealed in 1959 action, 
Kansas rescinded its oil and gas severance tax adopted 
in 1957. The levy was declared unconstitutional last 
year. Many states also dropped minor tax levies, i.e., 
Montana decided that the state’s hay dealers no longer 
must pay a license fee to the state. 


Rates of major taxes have been reduced by only 
three states. In 1959 action so far, Montana reduced 
its corporation income tax effective in the 1960 tax 
year. Louisiana reduced its effective tax rates on pari- 
mutuel pools (under $301,000 daily) from 7 to 5 
percent of the daily “take.” Oregon reduced rates 
on its inheritance, public utilities and personal in- 
come taxes. But most income taxpayers in the state 
will find a higher tax bill because the deduction for 
Federal income taxes paid was eliminated. This latter 
measure has been suspended, however, pending a 
voter referendum in November, 1960. 


Net Income Taxes 


Fifteen states made major changes in their net 
income taxes in 1959 action, including seven which 
changed both corporate and personal income taxes, 
five which revised personal income levies only, and 
three which changed only corporate income taxes. 
Thirteen states made major changes in their net in- 
come taxes in both 1955 and 1957. 


No new levies have been imposed and no taxes 
have been repealed, thus leaving the number of states 
imposing net income taxes (including Alaska) at 37. 


Personal income taxes are now imposed by 32 states 
and 36 levy taxes on corporation net income. 


Four states, California, Colorado, Idaho and Min- 
nesota raised both corporate and personal income 
taxes in 1959 action thus far (one less than in 1957), 
while Montana and Oregon increased personal in- 
come taxes but lowered corporate income levies. 
Idaho rewrote its income tax law (covering both 
corporate and personal), increasing both levies and 
adopting in substance the Federal definition of taxable 
income. 


Corporate Net Income Tax 


Thus far in 1959, five states, California, Colorado, 
Idaho, Iowa and Minnesota have increased corporate 
income taxes. Colorado did this by eliminating the 
deduction for Federal income taxes paid, which 
broadened the tax base, and the others by increasing 
the rates. Four states broadened their tax base to 
include out-of-state corporations engaged exclusively 
in interstate commerce. 


Montana reduced its general corporation income 
tax from 5 to 4.5 percent, effective on 1960 and 
later years, while Oregon reduced its tax on public 
utilities from 7 to 6 percent, the rate imposed on 
general business corporations. 


State Tax Action on Interstate Commerce 


All of the state revenue departments and many 
legislative committees are examining their out-of- 
state corporations engaged in interstate commerce 
in the light of the U.S. Supreme Court decisions on 
the Stockham Valve and Northwestern Cement cases. 
These decisions upheld the constitutionality of state 
taxation of these corporations when their only ac- 
tivity within the state was soliciting orders. The 
decisions also sustained the broad interpretations and 
provisions of many state corporation income tax laws. 
Five states have enacted legislation on this matter 
since the Court’s decisions. 


Idaho replaced its existing corporation franchise 
tax by a direct net income tax on corporations as part 
of action overhauling its income tax laws. Alaska 
thoroughly revised the allocation formula of its cor- 
poration income tax, including broadening of the tax 
to include out-of-state corporations. Tennessee and 
Utah supplemented their existing corporation fran- 
chise with a “second structure” corporation income 
tax designed to tax exclusively interstate business, 
bringing to six the number of states which levy both 
types of taxes. The others are: California, Minnesota, 
Oregon and Pennsylvania. 
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In contrast, South Carolina’s 1959 legislature 
adopted a measure which will decrease the scope 
of its corporation license fee as it applies to out-of- 
state corporations. Effective January 1, 1960, only 
those foreign corporations “qualified to do business” 
in the state will be assessed the license fee. They 
are subject now if the foreign corporation has been 
(1) “doing business,” or (2) using capital in the 
state, or (3) owning, maintaining or operating an 
establishment in the state. 


Meanwhile, committees in both houses of Congress 
have reported favorably on similar measures (S.J.R. 
113 and H.J.R. 450) which would limit state taxation 
of foreign corporations without a prescribed minimum 
activity within the state. The limitation would only 
apply for two years to allow further study of the 
matter. 


Personal Income Tax 


Rates on personal income taxes were increased 
in California, Colorado, Idaho, Minnesota, Montana, 
New York and South Carolina. Oregon reduced its 
rates, but the effective rate will be higher because 
the deduction for Federal income taxes was elimi- 
nated. This increase was suspended, however, pending 
the November, 1960 election. South Carolina also 
eliminated the Federal tax deduction, in addition to 
‘increasing rates on income over $8,000. 


The state legislatures, in addition to examining the 
rate and base of the personal income tax, concerned 
themselves with the improvement of tax administra- 
tion. Pay-as-you-go or general withholding tax pro- 
posals were considered by almost a dozen legislatures 
in 1959 sessions. Six states, Massachusetts, New 
York, North Carolina, Oklahoma, South Carolina and 
Utah enacted such measures, the greatest number 
of states to do so in a single year. This brings to 
17 the number of states now utilizing general with- 
holding. New York was the only state of the six 
to forgive 1958 taxes in installing withholding. 


Several of the states, including California and 
Iowa, are making personal income tax payments easier 
by adoption of the installment paying plan (if over 
$50). New York repealed its installment payment 
provision. In an effort to make taxpayer compliance 
easier and to improve administration, some states 
revised provisions of their laws to more closely con- 
form to the Federal income tax law, e.g., Idaho and 
North Dakota adopted in substance the Federal defi- 
nition of taxable income. New York conformed to 
Federal provisions for payments from employee trusts 
and annuities. Colorado and Kansas adipted sick 
pay provisions similar to the Federal. 
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Retail Sales and Use Taxes 


Fourteen states made major changes in their gen- 
eral sales taxes to date this year, double those made 
in 1957 and one more than in1955, the previous peak 
year. Most of the major changes this year, however, 
unlike other years, involved broadening of the tax 
base. Missouri adopted a new, 2 percent use tax to 
supplement its retail sales tax and is the last of the 
32 states levying a retail sales tax to impose a sup- 
plementary use tax. 


The invisible barrier to a sales tax rate over 3 per- 
cent has been pushed back further by 1959 action. 
Washington, which in 1955 first broke this barrier 
with a 3.33 percent levy, increased its rate to 4 percent 
this year. Pennsylvania increased its rate from 3 to 
3.5 percent earlier this year, and, in a measure ap- 
proved August 20, raised the rate to 4 percent. The 
combined state-local sales tax in many parts of Illinois 
will also be 4 percent as a result of 1959 legislation, 
the state increasing its rate from 2.5 to 3 percent 
and allowing counties to impose a 0.5 percent rate. 
Over 1,600 municipalities already levy a 0.5 percent 
sales tax which is administered for them by the state. 
California has had a combined 4 percent state-local 
rate for several years. 


Arizona also increased its transaction privilege 
(sales) tax from 2 to 3 percent. West Virginia in- 
creased some rates of its gross income tax, but the 
rate imposed on retailers remained 0.5 percent. (The 
state also levies a retail sales and use tax.) 


Nine states, Alabama, Colorado, Connecticut, 
Florida, Maine, Ohio, Pennsylvania, South Carolina 
and Utah, approved measures which will substan- 
tially broaden their sales tax base. Alabama elimi- 
nated exemptions for 33 items, leaving only 12 
categories of exemptions. Twenty-three states now 
tax charges for transient lodgings as Vermont enacted 
a new 3 percent tax on lodgings, and Colorado, Con- 
necticut, Maine, Ohio and Utah broadened their gen- 
eral sales tax base to include this category. 


In adopting an omnibus tax bill earlier this month, 
the Texas legislature moved the state closer to a 
general sales tax by adopting sales taxes on a number 
of items. Taxes on motor vehicle and radio and tele- 
vision sales were also increased by the measure. 


Gasoline Taxes 


Although gasoline tax increases were considered 
by almost a third of the states (bills were introduced 
in a dozen), only four, New Hampshire, New York, 
Ohio and West Virginia enacted such measures. A 
number resorted to authorizing bond issues to finance 
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their highway building programs. The increasing num- 
ber of motor vehicles and growing travel per vehicle 
have led most states to estimate that gasoline tax 
collections will resume the higher rate of climb that 
marked earlier years. Calendar 1958 collections were 
only 2.6 percent above 1957 yields, whereas 1957 
was 4.6 percent over 1956 and 1956 increased 9.7 
percent over 1955. 

When the 1959 Utah refund law becomes effective 
on October 1, Vermont will be the only state of the 
49 with no provision for the refund or exemption of 
motor fuel used for nonhighway agricultural use. 
(Hawaii also does not allow refunds for off-highway 
use of gasoline. ) 


Tobacco Products Sales Taxes 


Sixteen states have enacted 22 increases or new 
levies in tobacco products sales taxes thus far this 
year. Six states, Minnesota, New York, South Caro- 
lina, Texas, Vermont and Washington have changed 
both cigarette taxes and levies on other tobacco prod- 
ucts. Five new taxes have been adopted. California 
became the 45th state to impose a cigarette tax, 
while New York, Texas, Vermont and Washington 
adopted new taxes on tobacco products other than 
cigarettes, bringing the total to 14. 

Cigarette taxes were increased by 14 states this 
year, two more than in 1955, the previous post-war 
peak year. Half of the increases were one cent per 
pack, one each at 1.5 cents, 1.75 cents and 3 cents 
per pack, and four made a 2 cent per pack increase. 
Texas increased its tax 3 cents per pack to join 
Louisiana and Montana in levying an eight cents per 
pack tax, highest imposed by a state. Also counted 
among the 14 increases was a one cent per pack hike 
in the Nebraska supplemental use tax, to bring it 
up to the four cent rate of the cigarette sales tax. 
Over half the states now have an impost of five cents 
per pack or higher. 

Minnesota and Oklahoma increased rates on to- 
bacco products other than cigarettes, the former 
raising the levy from 15 to 20 percent of the wholesale 
price of all other tobacco products and Oklahoma 
increasing its rate on little cigars. Because of the 
increasing popularity of little cigars, three states, 
Oklahoma, Tennessee and Texas adopted measures 
clarifying the distinction between little cigars and 
cigarettes. 

Liquor, Wines and Beer Taxes 

Oklahoma voters approved a constitutional amend- 

ment in April repealing prohibition of the sale of 


alcoholic beverages. The legislature then adopted an 
Alcoholic Control Act which established new taxes 


on distilled spirits and wine and continued the state’s 
beer tax. Mississippi is now the only “dry” state. 
Twelve states increased taxes on alcoholic beverage 
sales (three more than in 1955). Three, Colorado, 
Illinois and Minnesota increased rates on spirits, 
wines and beer. Five upped taxes on spirits and 
wines only. New Mexico, Texas and Washington in- 
creased the rates; Idaho added a surcharge; and 
Pennsylvania broadened its sales tax to include sales 
of alcoholic beverages under the new four percent 
rate (bringing total tax to 14 percent of.retail price). 
California, Montana and Ohio increased their beer 
tax rate. South Carolina raised rates on wine and 
beer. 


Pari-Mutuel Taxes 


Two states, Nebraska and Vermont, authorized 
new taxes on pari-mutuel betting, four increased rates 
and one reduced the levy in 1959 action so far. This 
brings to 26 the states permitting and taxing pari- 
mutuel wagering. In 1957, five states increased rates 
and new taxes were introduced in two. Ohio was the 
only state to increase the rate in both 1957 and 
1959. Rhode Island was the only state to increase its 
pari-mutuel tax in 1958. 


Other Changes 


Insurance premiums taxes have been increased in 
three states, Colorado, Connecticut and Vermont. 
Motor vehicle license fees were increased in Colorado, 
North Dakota (trucks and buses), and West Virginia. 
Fees were changed in Oregon and South Carolina, 
but impact will vary with each vehicle class. Texas 
reduced licenses on motor buses. Washington in- 
creased its motor vehicle excise tax rate to 2 percent 
of fair value. Operator’s license fees raised in Alaska, 
Colorado, Kansas, Minnesota and West Virginia. 

Inheritance taxes were changed by six states. 
Oregon decreased rates in certain tax brackets, while 
California, Maine, Minnesota, New York and Ohio 
increased their levies. 

Some change in severance taxes was made in eight 
states in 1959 legislation so far, e.g., Kansas repealed 
its oil and gas severance tax. Four states, Minnesota, 
Montana, Oregon and Utah respectively increased 
severance rates on iron ore, metalliferous mines, forest 
products, oil and gas. Arkansas, Colorado and New 
Mexico amended severance tax provisions, which, 
in some cases would decrease the impact on individual 
taxpayers. 

Texas enacted an omnibus tax bill which in effect 
imposed a selective sales tax at two rate levels. It also 
increased rates on selective sales taxes and on the 
corporation franchise and utilities tax. 
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MAJOR TAX CHANGES IN 1959 


(Effective July 1, 1959, unless otherwise noted) 













NEW TAXES 





























California Cigarettes, 3c per pack, effective June 17, 1959. 

Missouri Use tax (2%) to supplement retail sales tax, effective August 29, 1959. 

Nebraska Pari-mutuel tax (2%) at each race meeting, effective May 15, 1959. 

New York Tobacco products other than cigarettes, 15% of wholesale price. 

Oklahoma Distilled spirits, $2.90 per gallon; fortified wines, 50c; light wines, 36c. Beer continued at 32.3c per 


gallon. License fees established for package stores. 


Texas Selective sales tax at two rate levels: (a) 1.5% on sales of motor boats and boat motors, and (b) 
3% on sales of air-conditioners, precious and semi-precious stones, furs, articles of precious metals 
with value in excess of $25, phonographs and components, and on hotel room rentals for less than 
30 days; cigars, $1 to $15 per 1,000; other tobacco products, 25% of wholesale price; gas severance 
beneficiaries, supplementing present severance taxes. All effective September 1, 1959. 


Pari-mutuels (8%) plus 50% of “breaks”; transient lodgings and meals costing over $1, tax of 3%; 
all tobacco products other than cigarettes, 20% of wholesale price. 


REDUCED RATES OR REPEALED TAXES 


Vermont 






5, 1959; reduced rates on personal income from range of 3% on $500 to 9.5% over $8,000, to 
new range of 2.5% on the first $500 ($1,000 joint returns), to 7.5% on income over $15,000 (joint 
returns, $30,000). (See increases.) 


Lowered, 3 to 1%, sales tax on man’f'rs equipment (new, expand. indust. only, effective April 1, 1959). 






Kansas | Repealed oil and gas severance tax previously declared unconstitutional. 

Louisiana Reduced rates on pari-mutuel pools below $301,000—from a flat 7% tax to a graduated tax ranging 
from 5% on first $201,000 wagered, to 7% on daily pools of $301,000 or more, effective June 12, 1959. 

Montana Lowered corporation income tax rate from 5 to 4.5% for taxable periods ending on or after De- 
cember 31, 1960. 

Oregon | Reduced rate on public utilities from 7% to 6% rate paid by general corporations, effective August 









Tennessee 





INCREASED RATES AND BROADENED BASE 









Broadened 3% sales tax to include school lunches, liquor and 33 previously untaxed items. 





Alabama 


Alaska Revised allocation and apportionment formula of corporation income tax, including effective broaden- 
ing of tax to out-of-state corporations engaged in interstate commerce; increased motor vehicle 
operator's license fees from $2 to $3. 












Increased all transaction privilege taxes 50%, boosting retail sales tax rate from 2 to 3%. 


Arizona 


California Increased rate of corporation income tax, 1.5%; increased rate on general corporation income and 
franchise taxes from 4.0 to 5.5%; increased maximum rate on banks and financial corporations 
from 8.0 to 9.5% and minimum rate from 4.0 to 5.5%; increased minimum tax from $25 to $100; 
adopted Federal depreciation deductions applying to income years ending after 1958; raised rates 
on personal income: minimum now 1% on first $2,500 (formerly, 1% on first $5,000), increased 
maximum to 7% on all income over $15,000 (formerly, 6% over $25,000); decreased personal 
exemptions: married taxpayer, from $3,500 to $3,000, single taxpayer, from $2,000 to $1,500 (addi- 
tional exemptions for dependents and blind increased from $400 to $600); changed treatment of 
depreciation and capital gains; allowed installment payment of tax if over $50; increased pari- 
mutuel license fees from range of 4% on first $10 million wagered to 6% on all in excess of $125 
million, to new range of 5% on first $10 million to 8% on excess over $125 million, effective June 29, 
1959; doubled rate on beer from 2 to 4c per gallon; increased some inheritance tax rates, and 
eliminated Federal estate tax deduction, effective June 24, 1959. 




























Colorado Eliminated deduction allowed corporations for Federal income taxes paid; lowered personal income 
tax rates on highest bracket from 10% on over $11,000, to 9% on over $10,000; increased rates 
on first $8,000 of taxable income from 1% of first $1,000 to 6.0% on eighth $1,000, to new range 
of 3 to 6.5% on same income brackets; rates on next $2,000 remain the same; all medical expenses 
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MAJOR TAX CHANGES IN 1959 (continued) 












may be deducted; increased sick pay and child care allowances; amended capital gains provisions, 
effective on taxable years beginning after December 31, 1959; increased withholding tax from 4 to 
6%; broadened 2% sales tax to include amounts charged for transient lodgings; increased alcoholic 
beverage taxes as follows: malt beverages from 3 to 6c per gallon, light wines from 3 to 5c per 
quart, fortified wines from 6 to 7.5c per quart and distilled spirits from $1.60 to $1.80 per gallon; 
increased insurance premium taxes and motor vehicle and operator's license fees. 


Connecticut | Broadened in effect sales tax base by imposing 3% occupancy tax on transient lodgings; increased 


Colorado 
(contd.) 









insurance premiums tax (restored to 1957 rates). 
Broadened sales tax base by discontinuing sales tax exemption for public works contractors, alcoholic 















Florida 
beverages and beer; tax also broadened to include sales and use of advertising materials. 
Idaho Revised income tax; imposed $10 tax on each return filed; replaced existing corporation franchise 





tax measured by net income with direct net income tax, extending tax to out-of-state corporations 
exclusively engaged in interstate commerce; increased rates from 1958's 8.8% imposed under franchise 
tax to 9.5% under new income tax; taxable income follows Federal definition of December 31, 1958 








with some modification (applies on all tax years commencing January 1, 1959 or later); increased 
personal income tax rates from range of 2.2 to 8.8% to new range of 3% on first $1,000 to 9.5% 
on taxable income in excess of $5,000. Federal definition of taxable income adopted with certain 
adjustments. Five doliar credit for each dependent discontinued, effective January 1, 1959; increased 
withholding from 10 to 15% of Federal taxes withheld; increased cigarette tax rate from 4 to 5c 
per pack; added surcharge of 7.5c of price per unit on alcoholic beverages sold by state stores. 


Illinois Raised state sales and use tax rate from 2.5 to 3%; allowed reduction of trade-in value from sales 










price; increased cigarette tax from 3 to 4c per pack (increase earmarked to provide Korean veterans’ 
bonus funds, effective July 31, 1959); increased distilled spirits taxes from $1.02 to $1.52 per gallon, 
fortified wines from 40 to 60c per gallon, light wines from 15 to 23c per gallon and beer from 
4 to 6c per gallon, effective August 1, 1959. 















lowa Increased corporate income tax rate from 2 to 3%; provided for installment payments if tax due 
exceeds $50; increased cigarette tax from 3 to 4c per pack, effective July 4, 1959. 
Kansas Increased motor vehicle operator's license fee. 












also increased inheritance tax rates and some exemptions. 





Maine | Broadened 3% sales tax base to include charges for transient lodgings, effective September 1, 1959; 















Massachusetts Proposed constitutional amendment to permit graduated corporation income tax; adopted pay-as- 
you-go system for personal income tax, including general withholding and declaration of estimated 
tax, effective with payroll period beginning February 1, 1959 (no forgiveness of 1958 taxes due). 

Michigan Increased pari-mutuel rates 4% of 1%: on races run within city areas to 6.5%; on races outside 
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and on harness racing, to 4.5%, effective May 7, 1959. 


Minnesota Increased effective tax rate from 7.3 to 9.3% on general corporations and from 9.4 to 11.4% on 
banks (several Federal income tax provisions, e.g., depreciation, were adopted, effective for taxable 
years beginning after December 31, 1958); increased personal income tax rates 0.5%, from a — 
of 1% on first $1,000 to 10% over $20,000, to a new range of 1.5% on first $1,000 to 10.5 
over $20,000; raised tax credit for dependents from $10 to $14; raised cigarette tax from 4 to 5.5c 
per pack; increased tax on other tobacco products from 15 to 20% of the wholesale price; extended 
surtax on wines and distilled spirits two years and increased from 10 to 15% of regular tax; 
increased beer tax from 7.1 to 11.6c per gallon (from 3.5 to 5.2c on 3.2 beer); also increased in- 
heritance tax, operator’s license fees and severance tax on iron ore. 

























Montana Increased personal income tax rates; number of income brackets reduced; new rates range from 1% 
on first $1,000 to 7% on taxable income over $7,000, effective from and after December 31, 1959; 
increased rate on beer from 3.2 to 4.8c per gallon, effective May 1, 1959; increased severance tax 
on metalliferous mines. 

Nebraska | Increased cigarette taxes from 3 to 4c per pack, effective September 27, 1959. 

New Hampshire| Increased motor fuels tax from 6 to 7c per gallon. 

New Mexico | Raised rates on wines from 28 to 30c per gallon, effective June 12, 1959. 

New York Added three new brackets to personal income tax bracket structure, raising maximum rate from 






7% on income over $9,000 to 10% on income over $15,000; personal exemptions cut to standard 
$600 each; allowed single taxpayer $10 credit and married taxpayer $25 against tax due, effective 
on tax years beginning on or after January 1, 1959; a from withholding on nonresidents only 
to pay-as-you-go system, including general withholding (begun April 1, 1959) and declaration of 
estimated tax (tax due on 1958 incomes forgiven with exceptions in cases of capital gains, estates 
and trusts); tax on income of unincorporated businesses continued at present rates; increased 
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Washington 
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Wyoming 


MAJOR TAX CHANGES IN 1959 (continued) 


cigarette tax from 3 to 5c per pack, effective April 1, 1959; imposed additional tax on motor fuel of 
2c per gallon, effective March 1, 1959 (rate changed from 4 to 6c); raised diesel fuel tax from 6 to 9c 
per gallon; also increased estate tax rates, effective April 1, 1959; adopted Federal definition of 
entire net income; constitutional amendment to allow basing state corporation income tax as a 
percentage of Federal to be submitted to voters at next general election in 1959. 


General withholding of personal income taxes to begin January 1, 1960. 
Increased motor vehicle license fees for trucks and buses. 
General withholding of personal income taxes to begin October 3, 1959 at 5% of Federai withholding. 


Broadened sales tax: the first bracket (1c), lowered from 41 to 30c; printing and transient lodgings 
now included under the 3% tax; raised cigarette tax from 3 to 5c per pack, beginning June 8, 
1959; increased rate on beer (3. 2% alcohol or less), from 4.8 to 8.1c per gallon, effective June 3, 
1959; raised all pari-mutuel rates 1% (beginning June 4, 1959, levy ranges from 4.25% on first 
$10,000 daily handle to 8.25% on ali arnounts over $400,000 wagered each day); increased motor 
fuel tax from 5 to 7c per gallon, effective May 21, 1959; also increased inheritance tay. 


Eliminated deduction for Federal income taxes paid, but removed limitation on medical deductions 
from personal income tax (net effect is to increase taxes paid by most taxpayers; measure suspended 
by referendum petition pending vote at November, 1960 election); increased severance tax on forest 
products. 


Increased sales tax from 3 to 4% and broadened its base to include sales of alcoholic beverages, 
electricity and intrastate telephone and telegraph and following services: repairs, laundry and dry 
cleaning, printing, cleaning, polishing or lubricating automobiles, also food and beverages sold by 
caterers and restaurants over 50c; increased cigarette tax from 4 to 5c per pack, effective June 
1, 1959 to pay for Korean veterans’ bonus. 


Increased personal income tax rates on income over $8,000 by adding new brackets and rates of 
6% between $8,000 and $10,000 and 7% on excess above $10,000 (formerly 5% on all income 
over $6,000); eliminated deduction of Federal income taxes paid, effective with income earned on 
or after January 1, 1959; pay-as-you-go system established (general withholding and declaration of 
estimated income, beginning January 1, 1960); extended 3% sales tax to sales of electricity, 
telephone and telegraph, laundry, dry cleaning and pressing; increased cigarette and tobacco taxes 
for one year as follows: cigarettes from 3 to 5c; cigars from $1 to $10 per 1,000 to $2 to $16 
per 1,000; also increased snuff, chewing and smoking tobacco rates; raised rate on wines from 
90c to $1 08 per gallon and on beer from 37.5 to 45c per gallon for one year. 





Raised cigarette tax from 3.25 to 5c per pack. 


Imposed tax on net income of corporations for privilege of being in receipt of or realizing net 
earning in state. (Supplements existing franchise tax and extends state tax on corporations to reach 
corporations engaged exclusively in interstate commerce in state; first return due July 1, 1959, no 
retroactive application.) 


Increased rates on following selective sales taxes: motor vehicle sales from 1.1 to 1.5%, radio 
and television sets from 2.2 to 3%; increased cigarette tax from 5 to 8c per pack; increased rate 
on alcoholic beverages 20%: on distilled spirits from $1.408 to $1.68 per gallon, on light wines 
1 a to 13.2c per gallon, and on fortified wines from 22 to 26.4c per gallon, effective September 


‘Imposed “second structure” tax at 4% rate on net corporate income to reach out-of-state corpora- 


tions engaged in interstate commerce; changed from withholding on nonresidents only to general 
withholding, at rate of 7% of amount withheld for Federal tax; extended 2% sales tax to charges 
for par repair, transient lodging and laundry and dry cleaning; also increased severance tax 
on oil and gas. 


Raised cigarette tax from 5 to 7c per pack for a two-year period; also raised insurance premiums tax. 


Raised sales tax rate from 3.33 to 4% from April 1, 1959 to July 1, 1961; broadened coverage of 
sales tax to include rental of personal property, cleaning, razing or moving ‘of buildings, automobile 
towing and charges for transient lodgings; increased effective rate of cigarette tax from 5 to 6c 
per pack beginning June 11, 1959; increased retail sales tax on alcoholic beverages sold by state 
liquor stores from 5 to 10%, effective April 1, 1959; increased motor vehicle excise tax rate from 
1 to 2% of fair value. 


Increased some occupational gross income rates (rate on retailers remains 0.5%); increased for 
a one-year period pari-mutuel tax from 5 to 5.75% of total pool; raised motor fuel tax from 6 to 7c 
per gallon, effective April 1, 1959; also increased motor vehicle and operator's license fees. 


Increased cigarette tax rate from 3 to 4c per pack. 





